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I MARKETING CONDITIONS 


Nev P.M. Brands 

Cambridge Full Flavor King's and IPO's 

All our direct wholesale accounts have accepted both brand 
packings. Pathmark, Wakefern (who supplies all the ShopRites) 
and Quick Chek are pending, but appear to be eminent. Krauszers, 
who has 252 stores, is in the process of considering carrying the 
Cambridge family for the first time and negotiations are 
proceeding slowly with them. Grand Union has approved the two 
new packings and it is just a matter of it working itself through 
their computer system and getting warehousing shelf space. 

As for Sales, it appears that we are building distribution at a 
favorable rate and with the support of the 2 for 1 promotions and 
the $2.00 coupons we are witnessing adequate movement at retail. 


Philip Morris and Industry Sales 

Our sales for June were up 1.6% with the Section showing a YTD of 
1.1%. June was an odd month considering some loading in 
anticipation of a price increase. Loading, however, was somewhat 
curtailed because the NJ Jobbers were anticipating a tax increase 
or 20C per carton and they didn't want to have to pay a heavy 
floor tax on July 1, 1987. This, along with the fact that our 
teams reduced the amount of product 

we offered at the old price, should have our direct customers 
with balanced inventories by the end of July. 

The industry sales throughout our Section appear to remain off 
from one to two percent with only Doral showing any kind of real 
growth and that is primarily because of all their consumer 
incentives. 


State Tax and Regulatory Developments 

In conjunction with the industries last tax increase, the State 
raised its tax on a pack of cigarettes (twenties) to 27C. This 
was a raise of . 02C per pack and it became effective July 1, 


1987. 


Recommendation Concerning Price Increases 

Many of our direct accounts are computerized and have programmed 
our price increase terms and allowances into their inventory 
control systems. This has allowed those with smaller warehouses 
to limit their price increase anticipation buys and make up for 
it by maximizing their purchases on our terms. This ability to 
plan allows them to 
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extend favorable terms to their own customers reduces their risk 
and guarantees that they make a satisfactory profit on the 
increase. In order for these accounts to realize the above 
mentioned benefits, we must remain consistent in our price 
increase terms. I understand our need as a corporation to 
balance inventories and large houses with great buying power, and 
do heavy loading prior to price increase; however, we must look 
to protect the whole direct customer network, and allow those 
direct customers who are trying to maintain a good financial 
handle on their business to be able to do so. My recommendation 
then is for us to always be consistent in the buying terms 
surrounding our price increases. 


II. MAJOR COMPETITIVE DEVELOPMENTS 


American Tobacco 


Major emphasis continues to be on the couponing of Lucky Strike 
Filter as well as Carlton. Lucky on carton coupons are $2.00 and 
Carlton coupons are $1.00. Additionally Lucky Strike ads are 
running with $1.00 off coupons, bringing consumer savings to 
$3.00. 


Pall Mall filters introduction has been expanded to include the 
entire North East seaboard. Additional details not available at 
this time. 

Brown & Williamson 


Falcon is being heavily promoted via permanent counter displays 
and four carton set/sells. Twenty-five cents off stickers are 
being attached to the packs. 

Richland is being couponed with $2.00 off coupons at retail. 
Liggett & Myers 

Consumer offers for June included a 3 piece picnic silverware set 
with a carton purchase. Also a 1/2 gallon thermal jug was offered 
on cartons of L & M, Lark and Chesterfield. Consumers had to 
mail two UPC symbols from cartons as proof of purchase. 

L & M Deluxe Flavor Lights were featured in a 25 carton bin with 
$1.50 off coupons attached. Retailers were paid $10.00 for the 
placement of these units. 

Liggett is using part time help to affix coupons, erect displays 
etc., a sales rep is responsible for the part-timer. 

Lorillard 
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Couponing taking place on behalf of Newport ($2.00), Satin 
($2.00) and True ($1.00). Nothing else to report. 

RJR/Nabisco 


Major emphasis continues to be placed on 3 wide value centers to 
support the Doral brand. Doral is continually couponed with 
$1.00 off carton and 25off pack coupons. Pre-couponed cartons 
were recently sent to Drug Fair through Plainfield Tobacco, this 
move apparently stimulated sales in Durg Fair. 

III. TRADE CLASSES 


Wholesale Distributors 


On 6/29/87 H. Fourtunis purchased the Adam Winter Co. of 
Peekskill, NY. Adam Winter's warehouse will remain open and they 
will continue at this time to service their existing accounts. 

Return Goods - A review of our 1987 returns shows them to be 
ahead of our 1986 pace. Our system of rotating and marking aging 
product is still working for all but our value brands where 
higher quantities especially Players are being noted. The two 
major factors contributing to the higher returns are; first, the 
NY portion of the Section was without a Return Goods Processor 
for a good portion of 1986, and Consequently little merchandise 
was returned from those wholesalers until 1987; and second. 
Metropolitan Tobacco's East Hanover Branch had large amounts of 
merchandise stored from their erratic purchases surrounding the 
last several price increases. Unfortunately, we did not uncover 
these until they were forced to dispose of them during their 
inventory audit this year. 

Wholesale Grocers 


Nothing new to report. 

SUPERMARKETS 
A & P 

S.A.M. Mike Grande has been introduced to the key contacts at 
their Montvale headquarters and is negotiating to preserve our 
package and carton fixturing throughout the Metro region. RJR is 
attempting to remove our fixturing. As part of his efforts he is 
working along with National Accounts Department and F.V.B. Region 
I Manager Peter Apicella to coordinate a program to guarantee we 
hold our fixture placements. We have also arranged to place our 
System 2000 fixture in a recently remodeled store plus their two 
new Sav-A-Center stores in Wayne and Lincoln Park, NJ. 

Superfresh 
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While A & P headquarters still has Cambridge full flavor in 
committee Superfresh has decided to accept the two new packings. 
They are also looking at our Value Center displays for all their 
accounts that present self-service merchandising opportunities. 

Grand Union 


As previously reported RJR had proposed P.M. occupy the 6th and 
7th shelves on their new flex rack fixture installations they 
also allotted P.M. only six more rows of space. S.A.M Grande and 
I met with Grand Union's Merchandising Director Mike Muscanell 

and made a counter proposal, which asked for the 3rd 
shelf as primary and averaged a 17 row increase for P.M. Brands 
on the proposed P.O.G.'s. Our discussion initially focused on 
P.M.'s area of choice contract. We advised Mike that area or 
choice had to be a mutual agreement. We further stated that 
unlike RJR we were willing to pay on competitive fixturing, but 
we were not going to pay a high premium for out of stocks on 
larger fixturing that could certainly better accommodate our 
needs. This made good sense to Mr. Muscanell and he has since 
advised us that he is giving us our proposed space on the R.J.R. 
fixture. As for package fixturing this is open at this time to 
whoever can best satisfy their needs. As a test we've installed 
a low profile spinner in their Basking Ridge store, and are 
working with Mr. Muscanell to identify how they really want to 
merchandise their packs. 

Pathmark 


Since my last report they have sold-off their Hartland Drug 
stores in New England. At this time the feeling is that they 
will attempt to hold onto their other interests in New England. 
Section 11 has completed the survey we requested on their present 
fixturing and we will be meeting with Director Keil to review our 
findings and follow-up on our System 2000 installation plans for 
their New England stores. We have also been following-up on the 
possibility of P.M. manufacturing their generic brand. Pete 
Apicella has already followed-up on our original proposals and is 
putting a package together for them. We are, presently 
converting their central division to low profile spinners, and 
placing a specially designed 24" wide 1000 pack capacity spinner 
in seven of their stores as a test. Finally, I've asked AM 
Zenobi (and New S.A.M. Munoz will assist him) to conduct a survey 
on the original test stores to see what impact our fixturing and 
service has had on their inventory and sales. 

D'Agostino's 

Headquarter Sales Planning has visited and filmed two stores with 
P.M. fixturing. 

Big V ShopRite 
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With the exception of one or two stores where we've had some 
communication problems from within Big V we have virtually 
completed the package fixture installations within our Section 
and this also appears to be true for the remainder of their 
stores that are located in Section 13. 

Singer ShopRite 

AM Sara Beth Bowen has sold-in our Marlboro Shopping Baskets and 
Marlboro indoor/outdoor signs. This is the first time we've ever 
received an authorization for permanent P.O.S. for this chain. 
They are also considering AV's for three of their storesl Nice 
job Sara Beth! King Supermarkets 

King Supermarkets is converting all their stores to RJR 7 shelf 
flex racks and our four new contracts covering their 13 
self-service stores are for 74, 82, 88 and 113 rows. 

CONVENIENCE STORES 

Quick Chek 


As mentioned in my previous report we would be following up with 
this account to introduce our Cambridge, both the full flavored 
and the lights. As of now they have accepted four packings (no 
menthols) and are considering either our BV or AV display. The 
brand should be in their stores during August. We are also 
negotiating to place overheads in their stores. 

Krauszer's 


The Marlboro Shopping Baskets have arrived at our store depots 
and are being placed. Acceptance of Cambridge Full Flavor and 
Lights is pending however prospects are good for their 
acceptance. 

Cumberland Farms 


Our Counter displays are being moved further down on the counters 
due to their hot dog and pizza ovens. 

Convience Gas 

Nothing new to report. 

Drug Stores 

Has accepted the placement of our Marlboro Shopping Baskets. 
LIQUOR STORES 
Bottle King 
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We placed two overheads in their Glen Rock Store, Cl Signage and 
security shields in the North Plainfield store, and are in the 
process of replacing an RJR overhead in their Vauxhall store 
along with setting a Cl department. They have also accepted our 
Marlboro Shopping Baskets. 

Mass Merchandisers 


Nothing to report. 

IV. SSM KEY ACCOUNT CONTRACTS 


On June 16th, 1987 I met with AM Ajhar and S.S.S. Cuomo, and 
participated in our Cambridge presentation in our Cambridge 
presentation to Quick Chek. As part of the presentation we 
discussed merchandising the value category. We focused on 
profits and the returns our BV and AV displays would yield. We 
then expanded our discussion to include the possibility of them 
installing our overhead package fixtures. Overall, they accepted 
four packings of Cambridge and are strongly considering a value 
display, and are willing to continue discussing our overheads. 

S.A.M. Grande and I met with Merchandising Director Mike 
Muscanell of Grand Union to make a counter proposal on a P.O.G. 
developed by RJR for the new flex racks which will be installed 
in Grand Union stores throughout the remainder of 1987. As 
previously stated Mr. Muscanell agreed to give us a primary shelf 
and the additional rows needed to conduct our business at this 
time in Grand Union. 

V. MERCHANDISING 


CARTON MERCHANDISING 
Plan A 

Everyone in our Section is aware of our new contract revisions. 

As of June 30th, 1987 we have a penetration of 89.6% (527 of 588) 
on all fixturing in independent accounts doing over 300 cartons 
per week and a 94.8% (202 of 213) in accounts doing over 500 
cartons per week. Our row average overall is 72.5 and 84.5 in 
accounts doing over 500 cartons per week. In our chains we 
continue to maintain 100% contract penetration and have virtually 
upgraded all our contracts over the past twelve months. This is 
especially true in the supermarkets where we have significantly 
reduced our row gaps in Pathmark (System 2000) and Grand Union. 

Plan A-l 


Nothing to report. 
Plan AG/AV's 
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VENDING 

Pathmark 


We have converted this accounts vending locations (85) to Data 
Vend. 


C.I.C. 


Our largest vendor has reported to us that they have lost 8 of 
their 30 locations in "Friendlys" Restaurant and 10 of their Roy 
Rogers locations. These restaurants are eliminating Cigarette 
machines. C.I.C. has also advised us that their overall 
cigarette sales are off 30% over the past 3 years. This a large 
drop for such an efficient company who can boast excellent load 
plans. 

Cigarette Service 

We have reduced their locations from 132 to 109 through auditing 
this past month. 

PHILIP MORRIS FIXTURING 


Carton Fixtures 


As of 6/87 we have 313 fixtures on location in the Section. RJR 
is fighting back but we are more than holding our own. 

Overheads 


These have suffered a bit while we were concentrating on our 
chain installations, but they are getting attention. During July 
and August. We are still encountering RJR's offer of a bonus and 
monthly payments for the removal of our units from higher volume 
accounts (7/Eleven in the shore areas have been prime targets). 
Our total as of 6/87 are 1283 units installed in 1233 accounts 
for a penetration of 14.1%. 

Second Generation Package Fixturing 

These figures are improving as we continue to place spinners in 
Pathmark, special racks in Big V's and other units in independent 
and small chain supermarkets. RJR is feeling the pressure as 
they are making counter proposals or looking to upgrade their 
existing fixtures. 

Permanent P.O.S. 


Nothing to report. 
Semi-Permanent P.O.S. 


Nothing to report. 
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Temporary P.O.S. 
Nothing to report. 


VI SECTION ACTIVITIES 


Retail Activities 

During June, we had 43 territories cycle at 90% or over. We also 
had 8 territories that experienced vacancies for various reasons 
(vacancies, STD's, 1 marriage, and 2 family deaths). 

Additionally, we had 7 Rep's with three months or less time on 
the job. This leaves 7 Rep's, all in our 01 and 02 Divisions, 
who must concentrate on improving their territory coverage. In 
02 this is especially acute where five assignments must be 
upgraded. SSS Cuomo and new 

DM Marvin Jackson are addressing our overall productivity in the 
Division and corrective training steps are being taken to improve 
results. The Section's call average for June was 10.9/day with a 
maxi-rate of 11.1/day. We also had 92.2% of our recorded time 
shown as productive. The call rate was up one full call per day 
over the previous month and this is primarily because the 
Marlboro Lighter display was easier to assemble than the Players 
2 for 1 units. Aside from the Lighter promotion, the Section 
began its Summer Resort Program by pre-booking extra Marlboro in 
our Resort territories. This pre-booking added up to 
approximately 10,000 extra ctn's sold. 

We also participated in the Annual Meadowlands Grand Prix Race. 
(We used 25 Reps, our Summer Samplers, and 10 Managers to handle 
our responsibilities over the three days.) This is growing in 
esteem in the eyes of our customers, and tickets are sought by 
more and more of them with top executives taking advantage of our 
hospitality. 

We have no tangible results as to the actual distribution impact 
on the pre-booking of Cambridge; however, July's figures should 
indicate how effective we were in our pre-selling of this 
introduction. 

A note on our ICR error rate is that all our DM's are aware of 
their Division's error rates, and they are addressing the primary 
error on O.O.S. Hopefully, these will be corrected over the next 
month. 

During July, our Rep's have been working down the street in all 
our occupied territories to maximize our use of the gratis during 
the Cambridge Full Flavor introduction. Our goal has been to 
achieve over a 75% distribution for the Section. We have also 


Source: https://www.industrydocuments.ucsf.edu/docs/qlxl0000 






Section 15 


7/87 


Page 7 of 12 


We are aggressively selling these to chains. So far we are 
getting nibbles but no big bites yet. We do have a total of 289 
units under contract in the Section. 

PACK/COUNTER MERCHANDISING 

Plan B/M's R, and AOM's 


Our penetration on these is up to 34.7% within the Section; a 
gain of 0.2% AOM's continue to be our priority as they are our 
primary means of holding distribution for our Marlboro 25's. 

Plan BV 

We now have 1561 locations under contract. We just received an 
allocation of 1100 displays and these will help to replace the 
units we've lost, the improvised substitute displays we have out 
their plus help us to raise our total placements to over 2000 
locations. 

Marlboro 2 Pack Lighter Promotion 

In the New York and Northern New Jersey portion of the Section we 
used over 80% of our allocations, and in Southern NJ we used 
approximately 60% through June 30, 1987. Overall we've placed 
1273 displays in 1184 locations. This is a very successful 
promotion and will continue to be used throughout the summer to 
help generate business. I would ask if it were possible for the 
number of displays actually shipped to be included in the 

promotional displays reports printouts. If we know 
our actual allocations we can more easily monitor our usage and 
progress with special promotions. 

Players 2 for 1 Displays 

Our primary goal with this promotion was to raise our 
distribution throughout the Section on all four packing. In June 
we placed a remaining 139 displays and the following chart shows 
the impact this promotion had: 

Distribution All Calls 


(Chain 

& Independent) 

April 

(Prior Month) 

May 

(Prior Month) 

June 

Players 

Lts 25's Reg 

59.1% 

61.1% 

58.9% 

Players 

Lts 25's Men 

50.2% 

53.3% 

51.3% 

Players 

Lts 25's 100's 

57.7% 

59.9% 

57.7% 

Players 

Lts 25's 100's Men 

48.5% 

52.0% 

50.1% 


You can readily see in our Section the 2 for 1's on this brand 
had almost no lasting affect on the regular packings, and only a 
marginal improvement has been noted on the menthols. The 25 
category appears to be going no-place in our Section. 
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completed the initial major phase of our Resort Coverage. Our 
Rep's, during the first week of the July cycle, sold almost 6,000 
extra cartons of product off their vehicles in our Resort 
territories. We use all four southern Divisions (03, 04, 05, 06) 
totalling 25 Rep's to achieve our goals for the Resort 
assignments. This year RJR worked the Resort areas the same week 
we did which resulted in us losing much of what we placed in 
P.O.S. However, we still maintained a presence and we did impact 
on the inventory levels in the retail accounts. Our follow-up 
has included replacing some of our P.O.S. and insuring high 
inventory levels for our Marlboro. Please note : A comprehensive 
report detailing our "Marlboro Summer Resort Program" will be 
completed at the end of the summer. 

Our retail activities for August will be to follow-up on our 
Cambridge introduction and begin pre-booking our new Virginia 
Slims Ultra Lights. Our Rep's will also get back to regular 
coverage and focus on cycling their assignments to insure that we 
maximize our sales opportunities in each assignment. They will 
also continue to focus on upgrading our Plan A space and improve 
our penetration on BV and AV/AG displays. 


Special B & H 2 for 1 Program 

We have not made full use of this program yet because our Rep's 
have been trying to place their Cambridge 2 for 1 displays. If 
the B & H is offered, then the Cambridge 

2 for l's are being refused. We should complete our B & H 
2 for l's within the first two weeks of August. 


Retail Merchandisers 

As more and more materials are arriving at our warehouses, they 
are making their placements. Hopefully, we can catch up on many 
of the commitments we've been unable to honor with our 
independent accounts. Also, as we are nearing the completion of 
upgrading our warehousing facilities, we hope to implement our 
plan to reorganize our RM's work responsi- bilities. This should 
take place by September 1, 1987. 


Management Activities 


SAM's - We have our full compliment of Senior Account Managers, 
and we will now be concentrating on having them get to know their 
accounts as well as introduce them to all the new tools at their 
disposal. 

Area Managers - They are concentrating on our brand introductions 
and have completed their count-re-count responsibilities for the 
ADA & DIP programs on Cambridge. 
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Division Managers - Tragically, DM Ken McQuaid died this past 
week after a prolonged bout with Cancer. 

The DM's are working to keep a handle on all our programs and 
will continue to focus on upgrading the skills of our new people 
as well as improve our recording accuracy on the ICR's for all 
our Rep's. 

Supervisors - They, like the DM's, are concentrating on training 
needs. 

15-77 (T. Guilford) is training two new DM's and a new Area 
Manager; (he has solicited the Region Trainer's assistance); is 
following-up on our Resort Program; and is seeking new 
warehousing facilities for Division 03. 

15-78 (P. Cuomo) is following-up with selling our new brands and 
value displays in several key convenience chains. He is also 
working closely with new DM Marvin Jackson to get our 02 Division 
on track and producing. 

15-79 (F. Jablonsky) is catching up on his Performance Appraisals 
plus working on improving the administrative and follow-up skills 
of one of his Area Managers and his new DM in the 09 Division. 


VII. SALES SERVICES 


Systems 

Nothing new to report. 
Fleet 

Nothing new to report. 
Office Administration 


We are still awaiting our new furniture which will help us 
facilitate our overall internal organization. This past week we 
did receive desk top cabinets and lighting for our three 
work-stations. 

Field Warehouses 


We are in the process of upgrading our 04 & 04 Combined RM 
facilities, and our 03 and 08 Division/RM wareshousing. All that 
will be left is for us to upgrade our 01 and 07 warehousing. 

VIII. SALES DEVELOPMENTS 


Nothing to report. 
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IX. MEDIA DEVELOPMENT 

Hothing to report. 

X. ASSOCIATIONS/CONVENTIONS/TRADE SHOWS 

Nothing to report. 

XI. MISCELLANEOUS COMMENTS 

Nothing to report. 


K> 
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I MARKETING CONDITIONS 


CAMBRIDGE 

85% of the Section's allocation for Cambridge Full Flavor 
Management sell-in has been sold to date. By 7/17 100% of 
the allocation will be sold. So far only Acme Markets and 
WaWa Convenience stores have refused to carry any of the 
Cambridge family packings. (Acme Markets does not carry 
Doral and WaWa does not carry either Doral or any generics). 
Follow-up presentations will be made to both accounts at 
higher management levels. Major accounts still pending 
acceptance are Rite Aid Drug and Sheetz Convenience stores. 
One major breakthrough was L.F. Widmann Drug (103 stores), 
both Cambridge Full Flavor packings were sold. 

At the retail level, the sales reps made an impact with 
their pre-booking of Cambridge Full Flavor. A total of 
16,489 cartons were pre-booked (47% penetration) and 18 
chain accounts made automatic distributions to their stores. 

Cambridge heavy-up menthol program was a success our 
allocation was used and sales reps have reported that the 
25C off per pack promotion sold faster than our 2 for 1 
promotions in the past. 

PLAYERS 25 * s 

Our sales volume continues to drop y-t-d, we are down 
-23.8%. We need a continuous cents off pack offer to hold 
distribution and help increase sales. 

SPECIALTY BRANDS 

Nothing to report. 

TEST BRANDS 

Nothing to report. 

PHILIP MORRIS SALES 

Our sales volume for the last four months have shown 
increases. Year-to-date we are enjoying a +2.3% volume 
increase over the same period last year and the past three 
months is ahead by 1.7%. 

Our growth continues to be in the Marlboro, Merit and 
Cambridge family sales. 
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INDUSTRY SALES 

Pennsylvania S.B. #443 is to eliminate the 6% sales tax on 
cigarettes, but raise the excise tax from 18$ to 24.6$ per 
pack. All trade classes are against this bill except for 
vendors. Mr. John Boltz notified me of this bill. 

Presently the bill is dead but may come up for another vote 
in the fall. 


II MAJOR COMPETITIVE DEVELOPMENTS 


AMERICAS 

Changed its value fixtures from white plastic to an oak 
colored fixture, no change in payment. 

BROWN & WILLIAMSON 

Nothing new to report. 

LIGGETT 

L&M 100's 30's (30 cigarettes per pack, 300 cigarettes per 
carton) priced at 200 per carton. Rite Aid refused for test 
in Tennessee, Georgia, Kentucky and Alabama. 

Not made any other presentations. 

LORILLARD 


Newport 2 for 1 promotion selling very well. 

R.J. REYNOLDS 

Doral Ultra 100's now being introduced at retail. 

Introducing a new fixture to combat our System 2000. This 
fixture has a weight sensitive base that will buzz when a 
consumer takes a carton off the rack. The manager has a 
wireless beeper that goes off when a carton is taken. Acme 
Markets will view this rack sometime in August. 

POS DRIVE 


Several areas have been inundated with Salem POS (all type 
of items), we have lost a handfull of counter balance signs. 

GENERICS 

Nothing new to report. 
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III TRADE CLASSES 


TOBACCO DISTRIBUTORS 

S&K Imports and Dino Cattati & Sons have both been approved 
for direct. 

Blair Candy and Park Jensen may be having cash flow 
problems. Findings have been reported to Mr. Ralph 
Manheimer. 

WHOLESALE GROCERS 

Nothing new to report. 

VENDORS 

Nothing new to report. 

SUPERMARKETS 


Riverside Markets discounted warehousing of Players 25's, 
but brand is still authorized to be purchased thru local 
jobbers. 

CONVENIENCE/GAS 


Nothing to report. 

DRUG 

C.R. Pharmacy - AV contract signed (5 stores). 

Special overhead carton storage fixture is being made for CR 
Pharmacy. 

MASS MERCHANDISERS 


Nothing new to report. 
MISCELLANEOUS 
Nothing new to report. 
RETURN GOODS 
Nothing new to report. 
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IV SECTION SALES MANAGER KEY ACCOUNT CONTACTS 


Accompanied Area Manager Cosgrove to WaWa Convenience. 
Cambridge Full Flavor refused by buyer. I have Ms. Barbara 
Weinstein of Marketing Research assisting me with a detailed 
market work-up for a follow-up presentation to WaWa (365 
stores). 

L.F. Widmann Drug (103 stores). I personally presented 
Cambridge Full Flavor and Cambridge Lights Introductory 
Program to Mr. Bill Saxon (V.P. Marketing). Mr. Saxon 
accepted Cambridge Full Flavor King and 100's only. An 
automatic distribution of 5 King and 5 100’s will be made 
the week of 7-13-87. 

Acme Markets unable to make follow-up presentation on 
Cambridge to 'G.M.’ Jim Hamill because he has been out sick 
for the past few weeks. 

Acme Markets has presented us with an advertising program. 
The program will involve billboard type advertising on their 
fleet of tractor trailers (900 total trailers). Each 
trailer will have two 4 feet high by 8 feet long ad panels 
(one panel per side). The minimum to participate is for 5 
trailers at a cost of $22,500 for two years or $15,000 for 1 
year. The complete details of the program were sent to 
Steve Sabella. 


V MERCHANDISING PROGRAM 


CARTON MERCHANDISING PROGRAMS 

PLAN A - 2 independents were signed to Plan A this period. 
A total of 492 (300+ CPW) independents are under contract 
for a penetration of 98.6%. All qualified chain accounts 
are signed to Plan A (selling over 300+ CPW). A total of 
94.5% of all chain outlets are under contract. Our 1987 
objective is to have 98% of all accounts and stores under 
contract. 


Source: https://www.industrydocuments.ucsf.edu/docs/qlxl0000 
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Eligible High Volume Plan A Accounts (300+ CPW) 

Independents - number signed = 7 

STORES 


CHAINS 

CITY/STATE 

SIGNED/UNSIGNED 

STATUS 

Acme Markets 

Lancaster, Pa. 

206 

3 

awaiting PM 
fixtures 

Foodlane 

Easton, Pa. 

18 

2 

awaiting 
larger fixt. 

Fox Markets 

Carlisle, Pa. 

3 

1 

pending 

Giant Foods 

Carlisle, Pa. 

36 

5 

awaiting 
larger fixt. 

Lynn's Market 

Carlisle, Pa. 

1 

4 

one store test 

Riverside (Fran) 

DuBois, Pa. 

14 

13 

pending 

Total 

Stores Unsigned . 


.. 28 



Our 1987 Plan A objective is to have 98% of all potential 
accounts and stores under contract. We are now averaging 
87.7 rows in the 500+ CPW stores and 72.7 rows in the 
300-499 CPW stores. This represents a 96.1% increase in 
total, rows. 

All the above information is on our old Plan A program. 
Plan ALF 


A total of 157 independents are under contract for a 86.7% 
penetration. 

Plan AV/AG 

We have 11 chains (96 stores) and 321 independents under 
contract. This is an increase of one chain (70 stores) and 
17 independents during June. 

Plan A-l 


Nothing new to report. 

Permanent Counter Displays 
Plan B/M 

A total of 93 independents were signed to Plan B during this 
period. 37.2% of our total B displays are maxi units, which 
is a 10.7% increase over last month. 41.9% of our B's are 
in prime locations on the selling counter, which is an 
increase of 11.1% over last month. 47.5 of our displays 
have add-ons. 


Source: https://www.industrydocuments.ucsf.edu/docs/qlxl0000 
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Our 1987 objectives are to have 33% of our total Plan B 
locations displaying maxi units, 50% in prime locations and 
45% with add-ons. 

Plan R - two independents signed this period. One chain 
(183 stores. Acme) and 28 independents are under contract. 

Vending Program 



ACCOUNTS 


NEW PLACEMENTS 


MONTH 

YTD 

MONTH 

YTD 

Ride-Withs 

0 

1 


27 

RDA's 

1 

2 

6 

561 

MCVCC 

0 

4 

30 

40 

Convertool 

0 

5 

- 

100 

New Placements 

Y-T-D . 



.. 728 


Philip Morris Fixtures 

Carton Fixtures - Acme Program, currently there are 182 Acme 
Markets using our carton fixtures. 4 additional fixtures 
were installed. Carton fixtures on location in Section 21's 
workload are 240. This is an increase of 50 fixtures on 
location or a 26% increase for 1987. Another objective 
reached! 

Package Fixtures - Acme stores have 205 PM pack fixtures 
currently installed. 17 fixtures placed this month. 

19.1% of all accounts are displaying a Philip Morris package 
fixture. This represents a 3.8% increase from last month. 

Consumer Intercept Program 

100% of the allocation consumer intercept coupons for June 
were used. 


VI OPERATION ACTIVITIES 


Retail Activities and Accomplishments 


Presently sell-in Cambridge Full Flavor, our objective is to 
achieve 80% distribution. 

Account Coverage 

47 of our 52 sales territories cycled 90% plus - while the 
section averaged a 10.8 daily call rate and a 11.4 maximum 
rate. 


Source: https://www.industrydocuments.ucsf.edu/docs/qlxl0000 
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Marlboro Lighter Promotion 

28 chains participated in this promotion. Our AM's reported 
that the program was accepted very well by most buyers. 
Comments included that they would have liked more units but 
not necessarily a larger display. 

Our section received the following quantities of displays: 

40 unit - received 1540 used 1480 for 96% usage 
100 unit - received 325 used 295 for 91% usage 

Remaining displays and incentives will be used by the end of 
July. 

Cambridge Heavy Up Program 

285 displays received 285 used 100% usage. Supervisors 
reported that this program was well received and that 
overall it should have a positive affect on the packings and 
sales. 


Management Activities & Accomplishments 


All initial contracts on behalf of Cambridge Full Flavor has 
been made. Follow-ups on pending decisions to accept 
Cambridge Full Flavor now being made. 

All direct accounts were assisted as needed during our 
recent price increase. 

Special Assignment Rep 

Ed Silcox is presently working on installing carton fixtures 
in Acme's. Starting next week he will be working a vacant 
assignment, 21-01-03. 

Special Programs 

Nothing to report. 

Sampling Program 

Nothing to report. 

POS 

18 chains (179 stores) have accepted Marlboro shopping 
baskets. 


Source: https://www.industrydocuments.ucsf.edu/docs/qlxl0000 
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VII SALES SERVICES 


Information Systems - nothing to report. 
Carlstadt Shipments - nothing to report. 
Office Administration - nothing to report. 
New York Audit - nothing to report. 

Fleet Administration - nothing to report. 

VIII SALES DEVELOPMENT 


Nothing to report. 


IX MEDIA 


Nothing to report. 


X ASSOCIATIONS/CONVENTIONS 


June 14,15 & 16 — Attended Penna. Food Merchants 
Association Convention. Manned exhibit booth with D.R.S. 
Chaump, MPA Goukler, SHA Saffron and S.A.M.'s Tucker and 
O'Donnoghue. A total of 54 overheads and 20 carton fixtures 
requested were taken. 

June 19 — Attended Region Management Meeting on new 'Plan 
A' and 'Plan AM'. 

June 23 — Conducted meeting on new Plan A, Plan AM & Plan 
AV and Bonus Merchandising Agreement. 

June 26 — Attended operation meetings on new Plan A, Plan 
AM, Plan AV and Bonus Merchandising Agreement. 


XI MISCELLANEOUS COMMENTS 

Nothing to report. 


Source: https://www.industrydocuments.ucsf.edu/docs/qlxlOOOO 
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MONTHLY OPERATIONS REPORT 
U.S.A. FIELD SALES 


I. MARKETING CONDITIONS 
Cambridge Full Flavor 


The initial results of the Cambridge Full Flavor management 
sell-in have been very positive at both the wholesale and 
chain levels. To date, all wholesale and most major chains 
have accepted the brand. Key factors that have aided in our 
success are the introductory monies and promotional activi¬ 
ties that support this brand introduction. Where some 
accounts were reluctant to accept the brand, these factors 
almost alone induced acceptance. Early responses at retail 
are mixed. That is, a number of retailers seem to be some¬ 
what pessimistic about Cambridge F/F due to sluggish sales of 
full flavor generics. Nonetheless, from all indications the 
Sales Force is doing a good job of. gaining distribution and 
we anticipate distribution results to be equal to or better 
than Cambridge Lights current distribution - 53%. 

We have arranged for Cambridge F/F 2 for l's to be shipped 
from two distributors to two participating chains, i.e. from 
Capital-Jefferson to High's of Laurel stores and Cherney 
(Greenway) to Royal Farm stores respectively. This will 
eliminate product swapping with these chains, thus reducing 
excessive car/van stock build-up and decrease re-cycling of 
product due to exchanges. Also some distributors have agreed 
to stamp and hold for pick-up 2 for l's for areas with high 
S.D.I. to otherwise maximize use of 2 for 1 allocation. 


Philip Morris Sales 


Resort business is now in full swing on Maryland's Eastern 
Shore. Thus, sales in many retail outlets are strong, 
especially in our full margin brands. Price/Value brands, 
specifically Cambridge, are showing increased movement and 
special promotional activity on new Cambridge Full Flavor 
should help to further stimulate increased sales of this 
category. We will, of course, be taking advantage of these 
conditions not only with the Cambridge Full Flavor introduc¬ 
tion, but also the Marlboro Resort Program to broaden product 
availability and visibility. 


Source: https://www.industrydocuments.ucsf.edu/docs/qlxlOOOO 
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Industry 


Effective July 15, 1987, smoking will be restricted in 
Baltimore County supermarkets and convenience stores. 
Violators will be subject to a $50.00 fine if caught with lit 
tobacco product inside these stores. Some stores have 
already posted signs announcing this restriction albeit a 
number of stores are opposed to it. 

We have definitely suffered a public relations setback with 
many of the Maryland/Delaware area participants in the Jacob 
Albright Program. Customers involved were literally outraged 
at the latest price increase. They feel betrayed and to a 
great extent embarrassed that they supported us while we were 
planning to increase prices in June. Sales Force personnel 
that were not directly involved in the program found them¬ 
selves in the middle of this controversy. The price in¬ 
crease, if at all possible, should have been timed so it did 
not conflict with the program we initiated. This situation 
may unfortunately result in a loss of valuable allies and 
their support in the future. 

The Liquor Industry is using pre-printed legislators' assis¬ 
tance request forms to be used by consumers to help defeat 
the proposed increased liquor taxes. The forms are in the 
pocket of counter cards with the following boldly written on 
the face of the cards — "STOP NEW TAXES", "ACT BEFORE IT'S 
TOO LATE!". According to a number of liquor store personnel, 
this method of gaining consumer support has been effective. 

We should consider using this method in the future to broaden 
consumer awareness and support of cigarette tax legislation. 


II. COMPETITIVE ACTIVITY 

American Tobacco Company 


* Malibu continues to be the main focus of American's 

merchandising efforts. The brand is featured on their new 
grey plastic generic rack with payments of $45.00/month 
for the large rack and $25.00/month for the small rack. 

All promotional activities have remained unchanged this 
period, i.e. $3.00 off carton purchase (on-going 
program), B1G1F and 30C off pack purchase. Reps have 
achieved good distribution of Malibu, but sales are slow 
in outlets. 


Source: https://www.industrydocuments.ucsf.edu/docs/qlxl0000 
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* Carlton B1G1F pack featured in 20 and 40 unit counter 
displays with added incentive of $1.00 carton coupon 
enclosed in each unit. Display payments are $2.00 and 
$3.00 respectively. 

* B2G1F and 20C off/pack featured on Lucky Filters. These 
promotions are supported by $1.00 off/carton media coupons 
in addition to on-going $2.00 on-carton coupons. Despite 
this increased activity, sales remain slow. 

* In an effort to control returns, American has put all 
wholesalers on 1M shipments on all of their slow moving 
brands. They have requested that jobbers carry no more 
than 1 week supply. All orders are shipped within two 
days via UPS. 


Brown & Williamson 


* Promotional activities on behalf of new Falcon continued 
this period. In addition to previously reported 
promotions ($1.00 off carton stickers, 30/40 pack plastic 
set/sell), pack now featured with IOC off stickers. 

Overall distribution is good, but sales are slow to 
moderate. 

* Sales Force attended a meeting the week of 7/6 on behalf 
of Capri introduction. The brand is scheduled to be 
introduced shortly following this meeting. Capri is 
designed exclusively for women and is being billed as the 
slimmest cigarette on the market. No other information is 
available at this time. 

* $2.00 carton couponing continues on behalf of Kool, 

Viceroy and Richland with the addition of Belair this 
period. Like Viceroy, Belair $2.00 off carton is 
pre-printed on carton and panels. 

* Richland B1G1F pack featured in 25/50 unit counter 
displays. Display payments range from $3.00 - $5.00. 

This promotion is scheduled to run through July. 


Liggett & Myers 


* B2G1F pack and 25C off/pack stickers featured on Total. 


Source: https://www.industrydocuments.ucsf.edu/docs/qlxl0000 
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* Free Jordache cigarette case with two pack purchase of 
Eve’s. This was on-carton promotion last period. $ 2.00 
on-carton coupons also being used to promote Eve and Eve 
Light 120's. 


Lorillard 


* Featuring new lighter with company logo free with two pack 
purchase on a variety of brands in a .40 unit display 
paying $3.00. 

* The old True packings are being featured with a number of 
incentives, i.e. $1.00 carton coupons, suntan lotion and 
lighters to help move out old style packings. The new 
True packings will feature a free lighter with two packs 
during July. 

* Lorillard will be test marketing new Newport Stripes Slims 
and Slim Lights 100's in the Delaware market. The pack 
design is similar to Virginia Slims. Many wholesale 
houses have accepted the brand. Retail introduction will 
include 3 premium offers on two pack purchases, sample 

20's, free coupons, and B1G1F programs. 


R.J. Reynolds 


* Winston/Salem Bond promotion will be run during July. 

Floor displays will feature $1.00 off/carton instant 
redeemable coupons plus mail-in offer for a $50.00 U.S. 
Savings Bond free with eight carton proofs of purchase of 
either Winston or Salem. The alternate offer is five 
carton proofs along with a $10.00 check to order the bond. 

* Featuring Winston/Salems B3G3F packs in 100 unit displays 
with display payment of $6.00. Retailers claim that this 
promotion sold out in one to two days and in some accounts 
as fast as four hours. 

* B1G1F pack on Winston/Winston Lights in 80 unit display 
with display payment of $3.00. Enclosed in each unit is a 
$1.00 off carton coupon and special mail-in offer for a 
Winston Cup Series Cooler. Display penetration is good 
and sales are moderate to good. 


Source: https://www.industrydocuments.ucsf.edu/docs/qlxl0000 
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* Reps pre-booking product for another Winston/Salem carton 
load-in program featuring $2.00 off on-carton coupons. 
Retail allowance is 15$ per carton on maximum order of 240 
cartons. However, retailers that accept 240 carton floor 
display and place it in a prominent self-service location 
will receive carton allowance of 25$ ($60.00 display 
payment). As usual retail acceptance of this promotion 
has been excellent. 

* $1.50 off carton coupons being distributed by outside 
agency samplers in the Baltimore Inner Harbor area. 

* Media coupons featured B1G1F pack and $2.00 off carton 
coupon on Now. Also, $2.00 carton coupon on Salem. 

* Reynolds will be changing the packaging design of Century 
in the near future. $2.00 on-carton coupons are currently 
being used to help move out existing Century inventories. 

* Introduced their new 6' and 8' maxi overheads this period. 
These units have some of the same features as our 
overheads, i.e. adjustable height, plastic pull-out trays 
and a clock. The clock is much larger and brighter than 
our overhead clock and is easily seen from almost anywhere 
in the store. It is rumored that retailers will receive a 
payment on these new units. Reps are actively soliciting 
placements. However, they have had only minimal success 
in removing Philip Morris overheads to date. 

* P.O.S. crew drive was conducted in the Ocean City area 
this period. Six to ten Reps spent one week blitzing this 
area with counter balance signs, sold here signs, clocks 
and decals. The P.O.S. drive proved to be very effective 
as many of our P.O.S. items were removed, especially on 
major arteries leading to resort area. Retailers were 
supposedly paid for placements, but we have not been able 
to verify this as yet. 


Generics 


* Royale is now in distribution in most A&P/Super Fresh 
stores. Stores have not received P.O.S. materials for 
this brand as yet. Sales Reps have begun merchandising 
according to plans. Still too early to ascertain degree 
of product movement. 


Source: https://www.industrydocuments.ucsf.edu/docs/qlxl0000 
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III. TRADE CLASSES 


Wholesale Distributors/Grocers 


Many distributors are very upset about the recent price 
increase to say the least. As stated under Marketing Condi¬ 
tions of this report, many accounts were disturbed at the 
fact that we asked and/or gained their support to help fight 
the excise tax bill, then turned around and increased the 
price of cigarettes. 

Some accounts were very displeased with the conditions of the 
price increase especially on Marlboro. They claim that 
business suffers during the following month of a price 
increase due to pre-price increase product load-in by many of 
their customers. Furthermore, their customers expect the 
same two-week credit terms that we give to distributors. 

Distributors, on the other hand, were very impressed with the 
special introductory allowances on Cambridge Full Flavor. 
However, due to the fact that Generics are not a big factor 
in our marketing area, most wholesalers did not accept their 
full allocation. 

B. Green & Company (distributor) has acquired five previous 
independently owned supermarkets. We had Philip Morris 
carton and value racks in three of these stores. Reynolds 
has gained placement of their carton merchandisers resulting 
in removal of our fixturing in all three stores. We have 
submitted a carton rack contract proposal for 105 to 115 rows 
and the likelihood of acceptance is very good. 


Supermarkets 


Weekly inventory condition audits of nine selected A&P/Super 
Fresh stores over the past four weeks has revealed the 
following: Consistent out-of-stocks of Philip Morris brand 

packings ranging from 3 to 6 per store for a total of 105 
out-of-stocks during the four week period. This is an 
average of 26 out-of-stocks per week on Philip Morris brand 
packings. On a few occasions we found no out-of-stock 
conditions. In further assessing this problem, we found that 
our competitors, especially Reynolds, were experiencing 
out-of-stocks as well, but not to the same extent as Philip 
Morris. We will be presenting our documented audit findings 
to A&P/Super Fresh cigarette supplier. Capital Cigar, in a 
continuing effort to correct this serious problem. 


Source: https://www.industrydocuments.ucsf.edu/docs/qlxlOOOO 
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Reynolds also feels that Capital Cigar is not doing an 
adequate job of meeting major chain account needs and 
supposedly has recommended to the Safeway chain that they 
resume warehousing cigarettes. 

Giant Food is considering adding a 7th shelf to existing 6 
shelf carton fixtures for price/value cigarettes. We pre¬ 
sented our System 2000 as an alternative to Reynolds fixture, 
but were rejected. However, we were assured of adequate 
space for our price/value products if the addition of an 
extra shelf materializes. Safeway is no longer pleased with 
L&M's free standing value center and plans to add a 3'section 
to existing carton fixtures for price/value brands 
exclusively. This unit, unfortunately, will be supplied by 
Reynolds as well. Safeway has discontinued distribution of 
Delta and Major generic brands. With the addition of 
Cambridge F/F, we now have full distribution of our 
price/value brands. 

We have gained authorization from Jumbo Foods for placement 
of a 5th shelf on our value centers. Both add-on shelves and 
security shields are on order. 

Giant Foods has installed electronic coupon printers at cash 
registers. These printers generate coupons for a variety of 
items redeemable only at Giant stores. It's reported that 
coupons for RJR products are currently being dispensed. 


Convenience Stores 


Sales of Philip Morris full priced brands continues to 
dominate in this segment of the market. Value/generic brands 
of all companies account for a very small portion of sales. 

It appears that most price conscious consumers are more apt 
to purchase value/generic brands from other trade classes, 
i.e. supermarkets, superdrugs and mass merchandisers. 

Results of a recent 7-11 inventory control survey has been 
tabulated. Findings will be presented to 7-11's Mort Flax in 
an effort to formulate action plans to reduce the high number 
of unsaleables. 


Drugs 


Dart Drug has discontinued all value/generic brands with the 
exception of Cambridge Lights and Doral due to extremely slow 
sales. 


Source: https://www.industrydocuments.ucsf.edu/docs/qlxlOOOO 
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The restriction on sales force on-carton couponing of Philip 
Morris value/generic brands in Rite Aid stores is hindering 
increased sales. Most Rite Aid store managers agree that 
sales of our value/generic products would almost double if 
on-carton coupons were allowed to be used. A method that is 
working well for our competitors, and we should consider 
testing, is shipping Price/Value brands to this account with 
coupons already affixed. 

Drug City, an independent account in Division 08, has author¬ 
ized us to set up a booth to conduct a store sale on behalf 
of Cambridge and other Philip Morris brands in July. This 
store sale was featured in Drug City's weekly flyer and local 
weekly newspapers. 


Mass Merchandisers 


We have found that a large number of price conscious 
consumers shop in these outlets. Thus, greater penetration 
of value centers is needed to capitalize on this trend. The 
03 Division has set up a test of our value center in a K-Mart 
store and results will be communicated to appropriate 
personnel. 


Gas Stations 


We continue to find it very difficult to gain distribution of 
our value/generic brands in a number of these accounts. This 
is primarily due to inventory control methods in use. In 
most cases a cigarette inventory is conducted after each 
shift change. Managers complain that two price categories 
confuse employees and also distort accuracy of inventory 
count 


Returned Goods Salvage Program 


# Cartons 
Handled 


# Cartons 
Salvaged 


Sales Reps/Area Managers 
Returned Goods Processors 
Total 


8,414 1,805 

8,414 1,805 
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7-11 stores continue to significantly contribute to our high 
rate of returns. After presenting our inventory control 
survey findings to Mort Flax, we hope to bring this problem 
under better control. 


IV. KEY ACCOUNT CONTACTS 


Crown Petroleum - Met with Dave Meyerpeter and Bill Seay to 
discuss Cambridge Full Flavor introduction. Meeting result¬ 
ed in additional information concerning Crown's decision 
making process. In the future all decisions will be made by 
Bill Seay and forwarded to divisions. Cambridge introduc¬ 
tion on hold until Division meetings are held within Crown 
and we should know shortly the outcome of that meeting. 

Frank Jackson, Vice President of Marketing, will play in our 
Senior Golf Tournament in Richmond this coming September. 
Frank was most receptive and very thankful for the invita¬ 
tion. Also entertained Mr. Meyerpeter at lunch with discus¬ 
sions leading to the new Senior Account Manager and Dave 
thinks it's a good idea that our Senior Account Manager and 
Bill Seay have an on-going dialogue and will help us in our 
efforts to accomplish just that. 


Giant Foods (Pharmacy) - Met with cigarette buyer Charlie 
Mistretta to discuss Cambridge Full Flavor introduction 
which was accepted. Product to be placed on counter dis¬ 
plays in all Pharmacy stores. Also entertained Mr. 
Mistretta at the Freestate Racetrack the following evening. 
Also other interesting points of our discussion led to an 
understanding that Giant is reorganizing internally and 
certain buyers will be switched off and on of new products. 
In the future it is believed that all cigarettes will be 
purchased by Mike Centra and not Mr. Mistretta. Charlie 
Braun will follow up on this area in preparation for the 
Senior Account Manager. 


V. MERCHANDISING PROGRAMS 


Carton Merchandising Programs 


Plan A 

Our first step prior to signing any contract under the 
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revised Plan A will be to verify and update (where applica¬ 
ble) store carton volumes. This is necessary due to the 
number of inaccuracies noted in this area. Currently, we 
have no unqualified accounts signed to Plan A. We antici¬ 
pate signing 90% of our ALF, Small, and Standard contracts 
to the new 40 row minimum AL contract. Some in this con¬ 
tract category will be either terminated or signed to Plan 
AM. The added flexibility of the revised Plan A will aid in 
increasing our overall rows in these stores. 

Compliance this period was 94%. 


Plan AG & AV 

We continue to show moderate gains in this area. The AV 
contract should significantly impact increased account 
penetration of Philip Morris value centers and accelerate 
our results in this area. Units continue to be well mer¬ 
chandised and reflect good inventory levels. 


Plan A-l 


Due to the popularity of the upcoming Marlboro Sports Bag 
promotion and account participation flexibility, we antici¬ 
pate 100% usage of displays/incentives. The added flexibil¬ 
ity of paying non-contracted accounts cash for participation 
in the Marlboro Sports Bag promotion is a step in the right 
direction. This same flexibility should be part of all 
future A-l promotions to: 1) help maximize display/ 
incentive usage, and 2) enable us to increase inventories on 
brands where the particular promotion would optimize sales 
based on the account and appropriateness of demographics. 


Compact/Impact 


All accounts will be converted to row contracts during this 
quarter. Gondola rack contracts are slowly dwindling as 
more and more retailers using this carton merchandising 
method are converting to carton fixtures. 


nj 
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Counter Display Programs 


Plan B/Maxi 1 s 


Audits continue to reveal on-going improvement of counter 
locations to prime and/or secondary positions. B/M account 
penetration remains at 31%. 


Plans BV/BG 


Increased placements of BG*s have been slow due to emphasis 
placed on increasing B/M add-on modules. Also progress has 
been hindered due to unavailability of units. Personnel 
have recently received an allocation of BV's and will pursue 
opportunities to increase placements. 


Plan R 

Qualified fixtures on location remains at 45. Audits show 
compliance is meeting expectation - 90%. 


Vending 

Prices are being increased anywhere from 5C to 25C depending 
upon location and commission arrangements with the 
proprietor. 


Special Merchandising Programs 


Marlboro Lighter Promotion 

Insufficient quantities of displays and lighters diminished 
the effectiveness of this popular promotion. By the time 
Reps received chain authorization letters, nearly all 
displays had already been sold-in to independents. Estimat¬ 
ed underproduction of displays/incentives was 35-40%. There 
were manufacturing defects in the construction of display's 
which caused a number of displays to fall apart under the 
pressure of two-pack units. 
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PHILIP MORRIS Fixtures 


Overheads 


We have experienced a loss of four units this period due to 
replacement by new RJR overheads. All units were salvage¬ 
able and currently stored in the RM's warehouse. 


Carton Fixtures 


Presentations on behalf of System 2000 are on-going. We 
have gained acceptance for placement of 5 ft. S2000 in one 
high volume (600cpw) independent account - Drug Emporium, 
Division 07. 


VI. SECTION ACTIVITIES 


Account Coverage 


Cycling the 6th sales cycle found 51 of 52 territories 
cycling 90% or better. 


Special Programs 


B&H Sampling Program 

All samplers have been hired for this program, although DM's 
had difficultly in accomplishing this task. For each 
sampling program, DM's struggle to recruit samplers as well 
as keep samplers for the duration of the program periods. 

Use of an outside agency would be extremely helpful and 
practical for these reasons alone. 


Marlboro Sampling Program 

Samplers are making good use of samples by concentrating 
their individual and collective efforts on sampling in high 
traffic locations. As a result, daily and weekly sample 
distribution quotas are being met. We anticipate 95% - 100% 
usage of sample allocation by end of the program period. 
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Marlboro Resort Program 

Round-up parties and store sales have been scheduled on 
behalf of this program. Information regarding round-up 
parties has been forwarded to Maria Cohen in the New York 
Office. 


Management Activities 


Managers will be contacting all accounts the week of 7/20/87 
for the purpose of taking inventory for the ADA on Cambridge 
Full Flavor. 


Material Production 
Overproduced 


Item 

Marlboro Lighted Open/Close Sign 

Underproduced 


Item 

Store Hour Decals 


Percent 

80% 

Percent 

30% 


VII. SALES SERVICES 


Information Services 


The revised ICR change in reporting Marlboro Free Standing 
and AV racks under Special Value Displays (block 32) will 
make it extremely difficult to differentiate the number of 
AV racks and Marlboro Free Standing racks. The original 
reporting instructions of using block 6 (Other Fixtures) of 
FSR would have made it easier to determine the number of 
fixture placements of each respective program. 
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VIII. 


IX. 


P.O.S. Facilities 


We moved three warehouse facilities into the USCO facility 
6/29 - 7/1. Accommodations were not completed as promised 
by Manager Jim Clisso. Philip Morris materials had to be 
placed in various areas of the warehouse until accommoda¬ 
tions were completed. This necessitated an extra day to 
arrange Philip Morris materials in an orderly fashion. Reps 
and RM's may not be able to drive into the warehouse to load 
materials as there are pallets of truck bed liners in the 
aisle. If personnel are able to load vehicles inside the 
warehouse, there is a strong probability of an accident 
occurring with a forklift due to speed at which they're 
driven and proximity to Philip Morris storage area. Person¬ 
nel have voiced concern about this point. 

Storage space has been expanded at our Dover, Delaware 
warehouse. This added space will enable us to easily store 
more and larger carton and package fixturing. It will also 
increase time efficiency and productivity of RM headquar¬ 
tered at this location. 


Office Administration 


Definite dates have been set for our moving the Section 
Office. August 3rd the movers will be packing us and we 
will be moving on August 4th. 


SALES DEVELOPMENT 


TRAC expectations have been set with all Division Managers. 
Overall response to expectations mutually set was very 
positive. Supervisors will now prepare a business review 
for their respective operations and have a roundtable 
meeting to present same and outline business goals/ objec¬ 
tives. 


MEDIA 

Philip Morris outdoor and print media advertising is limited 
in Maryland's Eastern Shore resort areas. It would be very 
beneficial if we were to broaden visibility via billboards 
and local newspapers during the summer months considering 
the large influx of vacationers. 
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Major Highways For Possible Billboards 

* Rt. 13 from Newark, DE to Salisbury, MD 

* Rt. 113 Dover, DE to Shore areas 

* Rt. 50 from Bay Bridge East 

* Rt. 404 from Rt. 301 to Shore areas 

Local Newspapers 

* Delaware State News 

* Star Democrat - Easton 

* Times Record - Easton 

* Daily Times - Salisbury 


X. ASSOCIATIONS/CONVENTIONS/MEETINGS 


June 3, 1987 - Woody Young, G.W. Cochran; John Deoudes, D.C. 
Vending; Fred Swartz and myself met with Congresswoman 
Connie Morelia to discuss our position on the excise tax 
program. 

June 7-12, 1987 - Attended Consultative Selling Workshop in 
Myrtle Beach, South Carolina. 

June 18-19, 1987 - Attended a Region Training Seminar at the 
Philadelphia Marriott. 

June 24, 1987 - Manager's meeting to discuss Cambridge Full 
Flavor introduction in Rockville, Maryland. 

June 25, 1987 - Along with Fred Swartz, attended a meeting 
with the Sales Planning Department in the New York Office to 
discuss the Capital Cigar & Tobacco Company/Peoples Drug 
opportunities. 
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I. MARKETING CONDITIONS 


P.M. BRANDS 

CAMBRIDGE FULL FLAVOR - The Section 23 sales team has done 
an outstanding job of pre-booking at the independent level. 
82,014 cartons were booked for an average of over 1250 per 
S/R. This represents 1367 cases or more than double the 
entire Section allocation of 634 cases. To cover those 
pre-books, Area Managers have called in additional orders as 
required. Acceptance has been very strong as witnessed by 
these results. As usual, the Division booking the highest 
average cartons per S/R will be honored at the next Section 
Meeting. This has proven to be a strong source of 
motivation that produces excellent results and enthusiasm. 

At chain level, the AM's/SAM have also produced excellent 
results. Lawsons (670 stores), who originally refused, 
accepted after close follow-up by AM Doreen Lagana and SHA 
Jim Kelly. At Standard Oil (700 stores) a breakthrough 
occurred for the Price/Value category. For the first time, 
generic-priced products will be "tested". In Columbus and 
Cincinnati (95 stores total), stores will receive 12-15 
cartons of 4 packings of Cambridge. In addition, BV/s will 
be authorized for those stores as well. Following a 
reasonable test period, the product and displays will be 
authorized for all stores. Standard Oil had also requested 
large tyvek banners with the Cambridge logo and a pricing 
area for the stores involved. We were unable to accommodate 
them due to the lead time involved. We will pursue this 
area for future promotions, however. Clark Oil is the only 
chain that has refused the product, to date. We will 
continue to follow-up. 

F.V.B. in conjunction with our AV Program continues to look 
favorable at Revco. Pete Paoli and Paul Allan had another 
appointment set for July 16th to continue follow-up, but it 
was cancelled by the account and has been reset for August. 

BLUES - The new advertising with the lighter color 
background has helped to make the pack stand out. To date, 
we have picked up 1354 coupons with a value of $1629.74. 
Retailers clearly understand that the program was designed 
with them in mind for the Blues coupons only. The program 
was effective in terms of regaining distribution and 
inventory in key inner-city accounts. I would recommend 
that this program be utilized selectively for any heavy 
concentration of couponing activities geared toward 
inner-city areas. 

As expected, sales have now slowed dramatically, especially 
in rural and suburban areas. A small customer base has been 
confirmed in the inner-city areas through audits and market 
checks. Another "heavy up" program geared toward the 
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inner-city using BIGIF's should be considered for September 
in order to reinforce this base and continue to make them 
"comfortable” with the product. At this point, I would not 
recommend that the brand go national. 

PLAYERS LIGHTS 25 *S - Our new composite price for Ohio is a 
penny less than Century's due to the rounding effect. This 
price will be reflected in conjunction with the 2 mil excise 
tax increase on 7-15-87. Sales continue to be slow in all 
trade classes. RJR has now begun to use outdoor media in 
the Cleveland area for Century. This is in response to the 
sales declines being noted. 

FULL MARGIN - Nothing to report. 

LEGISLATIVE DEVELOPMENTS - We have coordinated the payment 
of the floor tax due to the 2 mil Ohio excise tax increase, 
effective 7-15-87. This tax will also be due on all sample 
6's on hand. It is estimated that our total liability will 
be in the $3,000 to $4,000 range. Steve Sabella has advised 
that this will be paid out of the NYO. 

II. MAJOR COMPETITIVE DEVELOPMENTS 

AMERICAN 


. Pall Mall Filters will be expanded into the 

Cleveland/Akron area. Details have already been 
communicated up-the-line. 


B&W 

. Richland Menthol 100's reportedly will be tested in 
Columbus beginning in August. 

. Capri test will reportedly be expanded to Detroit, 
Philadelphia and NYC. Another report has it going 
national in August. 

. Kool "City Jam" is scheduled for a city park in the 
inner-city in Cleveland. 


L&M 


. The rumors regarding the introduction of L&M Light 

100's in the 30-pack have died down. Ohio has produced 
a tax stamp for it and announced it to the trade. 

Their reason stated was "in anticipation of market 
developments". Indications are that Indiana and other 
states declined to make a special stamp and simply told 
them that to stamp it they would authorize cutting one 
stamp in half and applying it in conjunction with a 
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full stamp. This may have caused L&M to re-think the 
30's idea. 

LORILLARD 

. Nothing to report. 

R. J, REYNOLDS 

. Their RM's have told us that they have enough of the 
new OHPM's in their local warehouse to replace all PM 
overheads. Our losses, to date, total approximately 10 
fixtures. Our program earlier this year to "clean up" 
our fixtures and offer additional accessories has 
helped to reinforce our placements and has prevented 
numerous losses, to date. RJR's key selling point is 
that their 6 foot rack holds 20 more packings than 
ours. 

. We have still been unable to learn what payment was 
offered at Standard Oil for a combination life 
saver/cigarette display. We were also asked to develop 
a combination display for them as well as the other 
manufacturers. The only response was from RJR. Based 
on a letter from Andy Mikelson, we declined. 

. Presenting POG's to accounts now showing PM with the 
complete bottom shelf plus additional rows for an 
average of 76 rows. This was prompted by the new 
Kroger (Col.) POG. We are countering this POG with 
other proposals and will only sign when all 
alternatives have been thoroughly explored. 

GENERICS 


. Nothing to report. 

III. TRADE CLASSES 

WHOLESALERS 

. Nothing to report. 

SUPERMARKETS 


. Fazio employees have rejected concessions and as a 
result, the company has announced that all 62 stores 
will close. The first 19 will close on 7-11-87 with 
the remainder to be phased out in 1-2 months. 

Locations 

will be either sold to independents or franchised with 
non-union labor. In any event, they will stay in the 
wholesale grocery business with their Heritage 
operation. The Rini-Rego operation that owns 40% of 
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Fazios is expected to take over the better stores in 
the operation. The possibility of a second vote exists 
that could salvage the remaining 43 stores. 

CONVENIENCE 

. Nothing to report. 

CONVENIENCE/GAS 

. Nothing to report. 

GAS STATIONS 

. Nothing to report. 

DRUG STORES 


. All decisions at Gray Drug are now deferred to the 

Rite-Aid headquarters in Harrisburg. September 1st is 
set as the date that the Cleveland offices will close 
and transfer to Pa. 

MASS MERCHANDISERS 

. The Cook United account has been transferred to Section 
25, since it is now located in Lima. 

LIQUOR 

. Nothing to report. 

OTHER RETAIL 

. Nothing to report. 

MILITARY 

. Nothing to report. 

VENDING 

. Nothing to report. 

RETURNED GOODS 


. Nothing to report. 


IV. SSM KEY ACCOUNT CONTACTS 

STANDARD OIL - Met with Frank Mosier, (President and COO) 
over 2 days at the Grand Prix. I am confident that open 
lines of communication have been opened and that I will be 
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able to meet with him in the future. I received a personal 
thank you letter and an invitation for future contact. He 
is very interested in what our category can do for Standard 
Oil. 

Discussion with Chuck Kovach and Sue Anderson was also 
productive in terms of cementing our relationship. They 
have agreed to test our System 2000 Rack in 14 stores due to 
the uncertain availability of CMS II fixtures. Additional 
potential placements in this account could total 200 more 
fixtures in 1987. 

PICK N PAY - Met with Bill Black (Director of Merchandising) 
who advised me that he was considering changes for package 
merchandising (currently on Beltline). He does not favor 
centralized merchandising, but would be open to ideas of any 
nature. As Bill is the major decision-maker in the account, 
Paul Allan and I will follow-up closely with him to present 
our fixture proposals. 

EMRO MARKETING - Met with Ron Rupp (President of Eastern 
Region) at the Grand Prix. Ron expressed to me that EMRO 
would have rather had our OHPM versus RJR's, but an 
agreement for customizing our fixture couldn't be reached. 
Ron and I are close and talk openly. He felt that PM should 
have responded to their needs in customizing the OHPM. 
Ironically, Ron's perception differs from EMRO Corporate, 
because we have gone out of our way over the years to 
respond to EMRO to no avail. We continue to gain very 
little for our efforts in the account. I advised Don 
McMillan of all aspects of my conversations with Ron and he 
will follow-up at headquarters. 

CLARK OIL - Met with Wayne Mossman and discussed 
distribution of Cambridge FF that he had turned down. He is 
concerned with packings and also space in addition to 
inventory costs. While no decision was made, he will 
reconsider the brand at a later date. We will make complete 
brand line-up recommendations to satisfy his needs. 

OTHER - Key personnel from all major accounts were contacted 
at the race. This afforded me the opportunity to build 
relationships with them and establish lines of 
communication. The opportunity to reinforce the importance 
of the cigarette category to them was not missed. 

V. MERCHANDISING PROGRAMS 


PLAN A 

Based on 95% customer satisfaction, we need an additional 
21,000 PM rows in Section 23. We have explored all areas of 
flexibility for the new Plan A and are optimistic that we 
will be able to gain the rows we need. Using the new "Space 
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Comand" system will help us in those accounts where we are 
currently below the 51 rows minimum. Due to the 
introductions of V.S. UL and B&H Lts. Box, we will not be 
able to follow-up in these major accounts until mid-August. 

PLAN AV 

Total contracts improved by 14 to 451 during this period. 

We have begun selling the new payment and concept with 
results pending in all major chains. Revco appears positive 
at this point in conjunction with the FVB product line. 

PLAN A-l 

Nothing to report. 

VENDING 


Nothing to report. 

PACK/COUNTER PROMOTIONS 
PLAN B/M 

Based on recent updates to the system, we have now exceeded 
RJR's penetration rate for permanent counter displays (42.4% 
vs. 41.2%). 25% of all displays are now in prime position 

with 38% signed to M series. We will lose Gray Drug as it 
becomes fully integrated with the Rite-Aid operation. 

PLAN R 


Nothing to report. 

INCENTIVE PROMOTIONS 

In Toledo, 92% of all "Flavor to a Science" lighter displays 
were utilized. We also attained complete utilization of the 
Cambridge Menthol 2/1 displays in the Pittsburgh area. The 
direct shipment of the Marlboro lighter display to 80 
Standard Oil Stations was very successful. We will 
selectively use this method for other promotions in order to 
improve S/R productivity. 

PLAN BV/BG 

Nothing to report. 

P.M. FIXTURES 


PACKAGE - Penetration has declined to 18.9%, which reflects 
a loss of 24 fixtures. This is due mainly to the impact of 
the new RJR OHPM. We continue to reinforce our placements 
at every opportunity by cleaning and upgrading them. At 


Source: https://www.industrydocuments.ucsf.edu/docs/qlxlOOOO 


2043943643 




SECTION #23 


7/87 


PAGE 7 of 8 


Discount Drug Mart, where RJR totally dominates, we will 
place 3-8' maxi units in their newest store. 

CARTON - Penetration is now at 9.5% of all self-service 
stores. Standard Oil has agreed to place System 2000 in 
approximately 15 stores as a test since CMS II is no longer 
available. We anticipate that they will accept the fixture, 
which will solve our previous problem of availability. 

VI. SECTION ACTIVITIES 

PRODUCTIVITY - We have reinforced that while cycling is 
waived, coverage is expected for all territories. I feel 
that with the pressure off, our people will respond by 
capitalizing on more opportunities at retail. 

POS - We have had excellent success with the Marlboro 
shopping baskets with 7 accounts totalling 151 locations 
accepting. Of special note is that Discount Drug accepted 
them for all stores. As stated elsewhere, this account is 
dominated by RJR. 

WAREHOUSE CONSOLIDATION - We have completed the 
consolidation in Pennsylvania, which, resulted in the closing 
of 5 storage points. SRO Dave Wiley coordinated all aspects 
and the transition went smoothly. In Ohio, SRO Bud Halke 
will have all aspects completed by late August. The only 
remaining moves are in Toledo and Canton. We will be able 
to close 4 more storage points as a result of his efforts. 

We will become more efficient and have better inventory 
control as a result: 

SAMPLING PROGRAMS - All aspects of the Marlboro Summer 
Program are on target. Division Managers have been notified 
of the V.S. UL Program and hiring activities are underway. 

MARLBORO AUTO SPORTS - This year's activities were a 
complete success to include winning the Race. We were able 
to build relationships with numerous key customers. 

CONSUMER INTERCEPT PROGRAM - Shipments of coupon packets has 
become more timely as a result of the changes in ordering 
procedures. This program continues to be successful in 
every respect. 

ON-CARTON COUPONS - The July supply of coupons was received 
on 7-23. 

VII. SALES SERVICES 

SYSTEMS - We have received all "pieces" to the Planning Desk 
with installation to be completed this week. 

FLEET - Nothing to report. 
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MATERIALS ADMINISTRATION - Nothing to report. 

OFFICE ADMINISTRATION - The new contract conversions, and 
also, the addition of the SAM's will create a back-up of 
work in the office. I will be accessing our needs based on 
this, and make a recommendation for part-time help, if 
justified. 


VII. SALES DEVELOPMENT 


Nothing to report. 


IX. MEDIA DEVELOPMENT 


Nothing to report. 


X. ASSOCIATION/CONVENTIONS 

6/28 - 7/2 - Dallas (Assessment Center) 

7/13 - 7/16 - Richmond (MPA II) 

XI. SSM MISCELLANEOUS COMMENTS 

Revco has requested that we provide a computer diskette to 
them for all force-outs of product to their stores. RJR 
currently hands them a diskette along with their 
presentation for the promotion. It is my understanding that 
the program is commercially available for this purpose. I 
would like to request that an IMS person accompany me and 
SAM Paul Allan to discuss this with the Revco systems people 
for possible implementation. The benefit would be instant 
acceptance of our promotions due to their ease in arranging 
the force-outs. 
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